It is felt that the consistent use of the classification described herein will be of great benefit to the entire creamery industry. The explanatory paragraphs will be found helpful in deciding questions arising from a new or unusual transaction, the necessary entries for which may be unknown to the bookkeeper.
In order to open the Ledger accounts for a set of double-entry books, it is necessary to take a physical inventory of all assets and to take into consideration all liabilities of the concern. These items 180208°-20- Bull never recognized an accounting sYstem as a vital assistance to the management. The real purpose of accounting is not onl}' to show the board of directors, or proprietor^that the business has been conducted at a profit or loss, and that no fraud has been committed, but also to present facts concerning the business in such a manner that the management may direct the operations intelligently.
In securing the very best benefits possible from an adequate accounting system, nothing -can take the place of an independent audit by a reputable firm of public accountants. Some of the advantages to be derived from such an audit may be summarized as follows:
(1) An impartial and disinterested opinion of the general policy and administration of the business is secured. (2) The financial records are carefully examined, and reports presented in the best possible form. (3) Opinion is rendered as to whether the methods in use could be improved and whether or not adequate reserves are being accumulated to care for depreciation, bad accounts, etc. As the land and buildings are frequently purcKssed at the same time, the purchase price will include both assets. Care must be exercised that a proper di\dsion of these assets is made-as depi-eeiatian i& to be figured anly upon the builciings.
Machinery AND Equipment (C 3).
Debit:
Credit: Receivable Discounted should be debited in either case. In the first instance, however,, the concern still owns the note against James Benton which is an asset for fnture disposal, while in the second instance the note will be canceled and returned to the maker.
"^^en notes are discounted, the amount of the discount is to be considered as an expense and chai'ged to an account called Interest Expense.
Debit.
Credit.
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Bank Account. The first method is to pay according to the market quotations regardless of operating expense; the second is to pay the patrons the entii-e net income, that is, the total receipts from product, less the total expense. The second method is to be followed in nearly all cooperative creameries.
In creameries folio \^ing the first procedure, the periodical debit to butter-fat purchases will be the total of deductions for butter delivered to patrons for This method of securing additional funds is often impracticable, however, and the amount may be raised by placing a sufficient mortgage on the plant to meet the cost of the proposed expansion. In case the plant is mortgaged, an amount sufficient to liquidate the indebtedness at maturity will necessarily have to be deducted periodically from the gross earnings. This is the proper scope of the sinking fund as referred to in the first paragraph in this discussion. The interest on the mortgage should be paid annually and included in the Operating Expense. This amount deducted should be regularly deposited in a savings account, and there should in no case ever be a possibility of using this fund to pay current expenses.
However, if neither of the above methods can be adopted, it will then become necessary to anticipate the expansion and withhold periodically a certain amount from the earnings. The amount thus withheld should be deposited in a saxdngs account and not merged with the ordinary bank account. The following entries will illustrate the procedure to raise the reserve and other accounts. Assume that $5,000 is the necessary amount to be raised for the purpose of installing a new refrigerating plant.
Debit.
Credit. 
